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IBRD Loan to Chile 


The World Bank on July 24 made two loans totaling 
the equivalent of US$21.8 million to increase coal pro- 
duction in Chile. One loan of $12.2 million was made 
to the Compafiia Carbonifera y de Fundicién Schwager, 
and the other, of $9.6 million, was made to the Compaiia 
Carbonifera e Industrial de Lota. The co-borrower in 
each of the loans was the Corporacién de Fomento de la 
Produccién, the government agency responsible for pro- 
moting economic development in Chile. Grace National 
Bank of New York is participating in both loans, without 
the World Bank’s guarantee, to a total of $200,000; this 
represents $100,000 of the first maturities of each of the 
loans falling due in 1962 and 1963. 


The loans were made to modernize and expand the 
mining operations of the two companies, which produce 
about three quarters of the coal consumed, and about 
four fifths of all the coal mined, in Chile. The modern- 


ization and expansion of the companies’ operations is 
essential if Chile is to continue to produce most of its 
coal requirements. The projects being carried out with 
Bank assistance will enable the companies to increase 
production from the present level of 1.65 million tons 
to 2.2 million tons by 1964. If Chile had to import this 
amount of coal, it would cost the equivalent of US$40 
million in foreign exchange annually. 

Both loans are for 15 years and bear interest of 554 
per cent including the 1 per cent tommission which is 
allocated to the Bank’s Special Reserve. Amortization of 
the $12.2 million Schwager lozn will begin April 15, 1963, 
and of the $9.6 million Lota loan on October 15, 1962. 
The loans are guaranteed by the Government of Chile. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
July 24, 1957. 


European Investment Bank 


In a speech delivered before the German group of the 
European Association for Economic and Social Develop- 
ment, Dr. Otmar Emminger, Member of the Direktorium 
of the Bank deutscher Lander and Executive Director of 
the International Monetary Fund for the Federal Repub- 
lic of Germany, discussed some of the problems of capital 
movements which arise in connection with the idea of 
the European common market. He stated that Europe 
would soon have to wrestle with some of the problems 
which the International Bank for Reconstruction and 
Development (IBRD) and the International Finance 
Corporation (IFC) are trying to solve on a world-wide 
scale. Alluding to a statement by a U.S. banker that 
the Unite: States today is the greatest underdeveloped 
area in the world, Dr. Emminger also indicated the pos- 
sibilities for development in Europe. European demand 
for investment capital is likely to grow as a result of 
closer economic integration, and the problem of capital 
movement may be no less important than a free exchange 
of commodities. 

Europe is faced with the question of where to draw 
the line between investment through private and through 
public operations. In relation to public assistance, an 
important question that must be decided is whether loans 
are to be made on the grounds of economic rationale or 
be given the character of indirect or direct subsidy. Dr. 


Emminger stated that there seems to be good reason for 
leaving largely to private initiative the future exchange 
of capital among the partner countries of the European 
Economic Community. Unfortunately, this has not been 
recognized. Examination of the problems of reciprocal 
investment assistance, and perhaps also of the concen- 
tration of investments in certain sectors, appeared to 
lead to the conclusion that common public institutions 
had to be set up for this purpose at the expense of the 
taxpayers of all participating countries. Dr. Emminger 
made it clear that, in this connection, he was not referring 
to the proposed assistance fund for overseas territories 
which, he felt, could be appraised only in its political 
context. By its organization and the proposed distribu- 
tion of its funds, this special fund does not lend itself 
to appraisal from a purely economic point of view. 
The principal tasks of the proposed European Invest- 
ment Bank were summarized as follows: (1) projects for 
the development of less developed areas in European 
member territories; (2) projects for the modernization 
and conversion of enterprises or for the creation of addi- 
tional jobs, to the extent that such projects result from 
the establishment of the common market and cannot be 
financed entirely out of the individual member country’s 
resources; (3) projects of common interest to several 
member countries which likewise cannot be fully financed 
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by member countries. Special reference is made in the 
draft statute of the Bank to agricultural investments, com- 
munications, and nuclear energy. 


One of Dr. Emminger’s main contentions is that, al- 
though the new Investment Bank will have functions 
essential for the creation of a common market that will 
work satisfactorily, many investment projects could also 
be financed by funds raised on the capital market. It is, 
however, a prerequisite that the capital markets of mem- 
ber countries be put in a satisfactory state and that 
cooperation among them be better organized. Even 
large European projects that exceed the financial strength 
of a single country could be financed by bankers’ syndi- 
cates operating across national borders or through joint 
action by large institutional invesiors. Basically, the 
Ewaopean)bevestment, Bank appears, to, owe. its. creation 
to distrust and even profound pessimism in regard to the 
effectiveness of capital markets in member countries. It 
is also the result of a lack of confidence in the possibili- 
ties of cooperation among the capital markets and finan- 
cial organizations in the countries concerned. In order 
not to become engulfed in a bureaucratic system of 
investment planning, national capital markets must be 
made more effective and mutual cooperation must be 
promoted as far as possible. 


Close cooperation with the IBRD and the IFC would 
be in the interest of the new Investment Bank, which 
should follow their example by appointing to its staff 
first-class specialists from the banking field. Dr. Em- 
minger added that one of the main principles of the 
IBRD, which is,also included in the statute of the Invest- 
ment Bank, is that it should function only in a subsidiary 
capacity, i.e., when normal means of financing cannot be 
made available. The Investment Bank should also enlist 
the participation of private capital, and interest and 
redemption service must be ensured. Generally speaking, 
its operation must be based from the start upon sound 
business principles if it wants to obtain further funds 
from the international capital markets at a later stage. 

Dr. Emminger spoke of what he termed the “madness 
for funds,” or the habit of trying to overcome the diff- 
culties that arise by providing taxpayers’ money for the 
creation of additional special funds. His opinion is that 
it would be intolerable if the projected creation of a free 
trade area were to entail a further multiplication of funds 
and special institutions; it is to be hoped that there will 
be enough confidence in the forces of the free market 
economy and of the exchange of private capital. Should 
the need for such institutions arise, there should be from 
the outset a close coordination with the European Eco- 
nomic Community, or better, a complete merger with its 
special institutions and funds. 

Dr. Emminger warned his audience that the creation 
of a common market with some 175 million consumers 
does not by itself provide Europe with advantages similar 
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to those enjoyed by the United States, pointing out that— 
apart from the greater natural resources in the United 
States—the higher standard of living in that country is 
based largely on the higher capital equipment of the U.S, 
economy. The capital equipment per worker employed in 
the United States is two to three times that in Europe. 
The establishment of special financial institutions does 
not by itself create capital; it merely helps to redirect 
funds from other sectors to special focal points. ‘The 
urgently needed improvement of the European power 
sector, the development of nuclear energy, the improve- 
ment of transportation, and other prerequisites for higher 
efficiency require large investment efforts. Hence, although 
the Bank statute does not say much on that point, it is 
all the more important to promote the formation of 
capital and the functioning of capital. markets inside 
the’ Community. Although movement from one ‘country 
to another may bring about a higher degree of efficiency 
of investment, the present situation in regard to the pre- 
requisites for free capital movement and the close inter- 
relation of capital markets among these countries is any- 
thing but promising. In order to bring about a substan- 
tial flow and a close interrelationship of capital in the 
longer run in European countries—and, in particular, in 
the European Economic Community—two basic problems 
must be solved: (1) currency conditions must be stabilized 
and (2) the distortion of capital markets must be rem- 
edied. To illustrate existing difficulties, the speaker 
pointed out that last year the French capital market, with 
an interest level of about 5 to 6 per cent, faced with a 
currency crisis and a growing budget deficit, proved 
more efficient than ever before. In the same year, Ger- 
man interest rates for bonds rose to 8 per cent and more 
and the market for securities began to dry up, although the 
country’s currency conditions were excellent and there 
was a substantial budget surplus. Under these condi- 
tions there is some risk in allowing a free flow of capital, 
since it might move from countries with a weak currency 
to those with a strong one, accentuating disequilibria. 
Dr. Emminger therefore predicted that many problems 
have yet to be solved before Europe can enjoy completely 
free trade and capital movements. But he saw no grounds 
for pessimism, as these problems co not seem insoluble 
in view of the extraordinary progress 'made in every sector 
by the European economy in the last ten years. 
Source: Bank deutscher Lander, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, May 31, 
1957. 


Europe 
EPU Settlements for June 1957 


The settlement operations of the European Payments 
Union for June 1957. covered a total of net surpluses of 
171.6 million units of account and a total of |netideficits 
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of 160.9 million units of account (the difference between 
total surpluses and total deficits representing the amount 
of interest paid to or by the Union and 10 million units 
paid to Belgium in final settlement of a special credit 
granted to the Union) ; for May, the total of net surpluses 
or deficits was 155.5 million units, and for April, it was 
173.3 million units (1 unit of account=US$1). The net 
surpluses or deficits of the EPU member countries for 
April, May, and June 1957 are shown in the accompany- 
ing table. Creditor countries are presented in descending 
order and debtor countries in ascending order of their 
respective cumulative creditor or debtor positions vis-a-vis 
the EPU as of the end of April. 

In June, as in the months immediately preceding, the 
Federal Republic of Germany had the largest surplus 
and France the largest deficit. The deficit of France, and 
also that of the United Kingdom, was larger than in May. 
Denmark’s deficit was reduced ; Switzerland had a surplus 
for the first time since November 1956; and Austria’s 


surplus was larger than the surplus reported for May. 


Net Surpluses (+) or Deficits (-) in EPU 
(In millions of units of account) 


June 
1957 


Apr. May 
1957 1957 


Creditor Countries 


Germany, Fed. Rep. +123.2 +138.6 
Belgium-Luxembourg -16.1 -11.6 
Netherlands +3.9 —0.6 
Switzerland 000.0... -184 -10.1 
O08 +13.4 +4.6 
4.0 +38.1 +145 
-2.2 -5.6 -0.8 


+134.6 
+51 
-10.5 
+6.8 


Debtor Countries 


6 ihe ee cael -0.3 0.4 0.1 
IIE dative tieminiien —4.5 -8.1 -7.5 
ese aree os +0.4 +0.4 
Denmark a -10.3 -8.2 -2.6 
ParkepseD sclinuinst on 7.8 -6.8 -43 

-6.3 4.4 +5.6 
+ 45.9 —20.9 —-28.6 
—108.2 -78.9 -106.6 


United Kingdom —....._.. 


Source: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, July 17, 1957. 


U.K. Trade 


The value of U.K. exports f.o.b. in June amounted to 
£275.8 million; imports c.i.f. were £324 million; and 
re-exports f.o.b. were £10.1 million. The excess of im- 
ports over exports was therefore £38 million. 

For the first half of 1957, exports averaged £281.2 
million per month, 6 per cent more than in the corre- 
sponding period of 1956. Imports averaged £350.1 mil- 
lion, also. 6 per cent more than the monthly average in 
the first half of 1956; about one fourth of this increase, 
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however, was due to the delay in arrivals from 1956 into 
the beginning of 1957, The excess of imports for 
January-June amounted to an average excess of £57.3 
million a month, £65 million more than in'the corre- 
sponding period of 1956. 


Source: The Times, London, England, July 13, 1957. 


U.K. Dollar Allowances for Schooling 


The Bank of England has authorized banks to allow 
parents in the United Kingdom to pay for schooling for 
their children in the dollar area. Hitherto, expenditure 
of dollars has been authorized only for higher education 
at universities and comparable institutions in the dollar 
area. The allowance for the full scholastic year ending 
July 1958 will be £700 for Canada and the American 
account area. The currency allowance: for pupils goimg 
to school in other parts of the world is maintained at 
£350 per annum. 


Source: The Times, London, England, July 5, 1957. 
Banking Developments in Narway 


Changes in 1956 and 1957 in loans. and advances of 
Norwegian savings banks and commercial banks have to 
be considered in the light of the general guiding prin- 
ciples—set forth in the agreements concluded at the end 
of 1955 by the Bank of Norway and the two groups of 
banks—that the total volume of loans and advances in 
1956 and in 1957 must not exceed the 1955 total. When 
the agreements were reached, however, the consensus was 
that no exact comparison could be made from month to 
month, as special conditions have to be taken into account 
when considering the situation at any one time. One of 
the main purposes of the agreements was that the neces- 
sary credit restrictions should be applied in a more elastic 
manner than was possible through the use of general 
instruments of monetary policy. 

The agreement with the savings banks exempted cer- 
tain loans from the restriction. At the end of May, 1957, 
the loans and advances subject to the agreement were 
NKr 55 million higher than at the end of May 1956. and 
NKr 36 million higher than in May 1955; total loans 
and advances by the savings banks amounted to NKr 4,021 
million. The savings banks have complied with the 
requirement that at least 50 per cent of the increase 
in deposits has to be invested in government and 
government-guaranteed bonds. 

Loans and advances of the commercial banks (exclud- 
ing loans to the state banks) totaled NKr 5,278 million 
at the end of May, which was NKr 319 million higher 
than at the same time in 1955 and NKr 208 million 
higher than at the end of May 1956. The Bank of Nor- 
way had expected the increase to be somewhat less. 

In view of the lower fish catch this year, the need for 
credits in this sector should have declined, although loans 
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usually show a seasonal increase in the spring. A factor 
contributing to the increase this year may have been that 
the seasonal reduction of bank credit at the turn of the 
year was greater than usual and that there has been a 
greater need for credits for whaling operations and for 
the larger increase in timber felling. 


Source: Norges Bank, Bulletin, Oslo, Norway, July 1957. 


Bank Loans in Sweden 


From May 1956 to May 1957, credits extended by com- 
mercial banks in Sweden for building and construction 
purposes rose by SKr 373 million, to SKr 1,352 million, 
while industrial credits decreased by SKr 186 million, 
to SKr 2,236 million. Housing credits rose by SKr 7 
million, to SKr 2,513 million; and credits to commerce 
and service trades increased by SKr 58 million, to 
SKr 2,481 million. Private credits dropped by SKr 69 
million, to SKr 834 million, and only minor changes 
occurred in credits to transport, insurance, and agricul- 
ture. Credits to finance municipal undertakings rose by 
SKr 18 million, to SKr 107 million. 

The latest data available for commercial bank credits 
to the Government in the form of government security 
holdings are for April 1957; these figures show an in- 
crease of SKr 461 million over April 1956. 

Source: Svenska Dagbladet, Stockholm, Sweden, July 12, 
1957. 


Finnish Woodpulp Prices 


Finnish export prices for the unbleached qualities of 
woodpulp, which comprise an important share of Fin- 
land’s total woodpulp production, have been lowered for 
the third quarter of 1957. The price fixed for unbleached 
sulphite to the U.K. market has been lowered by £1, to 
£49 10s. per ton; and for unbleached sulphate the price 
has been reduced by 10s., to £47. Similar price reduc- 
tions have also been made by the other Scandinavian 
producers. Other woodpulp prices remain unchanged. 

The production of unbleached woodpulp in the sec- 
ond half of this year will be less than in the first half, 
not only in Finland but also in other producing countries. 
Source: Hufvudstadsbladet, Helsinki, Finland, June 13, 

1957. 


Increase in Netherlands Discount Rates 


The official discount rates of the Netherlands Bank 
were raised by 0.5 per cent on July 17. The rate for 
eligible treasury and commercial paper was raised to 4.25 
per cent; for promissory notes to 4.75 per cent; for 
advances on current account and on loans to business 
and individuals to 5.75 per cent; and for other advances 
to 4.75 per cent. The last increase in the discount rates 
was on October 22, 1956, when they were raised by 0.5 
per cent (see this News Survey, Vol. IX, p. 142). 


INTERNATIONAL FINANCIAL News Survey, July 26, 1957 


The official communiqué of the Netherlands Bank 
states that the continued disequilibrium in the economy 
had lately caused an increasing utilization of the credit 
facilities of the Netherlands Bank and a renewed decline 
of the country’s international reserves. In view of these 
factors and the importance of restoring equilibrium be- 
tween national production and national expenditure, the 
discount rates were raised. 

Source: Nieuwe Rotterdamse Courant, Rotterdam, Neth- 
erlands, July 17, 1957. 


Private Investment in Italy 


Since February 1956, when legislation which was more 
favorable to foreign investors was introduced, private 
foreign capital invested in Italy has amounted to about 
Lit 26 billion, Lit 21 billion of which has been in U.S. 
dollars. Despite the fact that a growing tendency to 
invest in such projects as shipyards, textile mills, and 
hotels has been noted recently, most of the foreign invest- 
ment is still concentrated in the oil (Lit 15 billion) and 
chemical (Lit 3 billion) sectors. 


Source: 24 Ore, Rome, Italy, July 7, 1957. 


Middle East 


Foreign Trade of the Middle East in 1955 and 1956 


While the value of world trade increased by some 10 
per cent in 1955 and by 11 per cent in the first half of 
1956, exports of the Middle East rose by approximately 
15 per cent in each period and Middle East imports 
increased by 17 per cent in 1955 and 9 per cent in the 
first half of 1956. The increase in exports was due pri- 
marily to the rapid expansion in oil production and to 
improved agricultural production in several countries. 
On the import side, capital goods increased considerably, 
while decreases occurred for a number of consumer 
goods. The major changes in the direction of trade 
between 1954 and 1955 were a decline in trade..with 
Western Europe and a small expansion in trade with the 
Soviet Union and Eastern Europe. These trends were 
most marked for Egypt, Turkey, and Iran; if oil exports 
are excluded, similar changes are evident for the entire 
area. Trade with the Far East increased substantially in 
1955, particularly imports from that area. A sharp rise 
in exports to Japan was noted in the first half of 1956. 
Source: United Nations, Department of Economic and 

Social Affairs, Economic Developments in the 
Middle East 1955-1956, New York, N.Y., May 1, 
1957. 


Cost of Living Index and Wages in Israel 


The cost of living index in Israel rose by 3.2 per cent 
in the first six months of 1957. Under the present system 
of adjusting the cost of living allowance to the price 
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index every six months if a rise of at least 3 per cent 
has occurred (see this News Survey, Vol. IX, p. 271), 
wages will be increased as from July 16 by 3.2 per cent 


of gross wages. 


At the end of May, the cost of living index was 8 per 
cent higher than at the end of 1956. A decrease during 
June was due mainly to better supplies of vegetables 
and friit and to government subsidies. 

Source: The Jerusalem Post, Jerusalem, Israel, July 16, 
1957. 


Agricultural Bank of Pakistan 


It has been announced that the Agricultural Bank of 
Pakistan will begin operations in July. The capital of 
the Bank is PRs 30 million, of which the Central Gov- 
ernment is to provide PRs 20 million; the remainder will 
be offered for subscription to the provincial governments 
and cooperative societies. The Bank will extend both 
credit and technical assistance to agriculturists and 
cooperative societies. It is also proposed that the Bank 
extend credits to the provincial governments to enable 
them to subscribe to the Bank’s capital. Initially, the 
Bank will have ten branches in each of the two provinces, 
and two offices in each of the provincial capitals. 
Source: Dawn, Karachi, Pakistan, June 22, 1957. 


Far East 


Need for Reduction of Bank Credit in India 


In a letter sent on June 29 to all scheduled banks and 
some nonscheduled banks, the Governor of the Reserve 
Bank of India wrote that the purpose of the letter was 
to draw the attention of the banks to certain aspects of 
the current monetary situation arising from the large- 
scale expansion of bank credit and to seek their coopera- 
tion in the exercise of some restraint in this field. He 
pointed out that bank credit has been rising substantially 
during the last four years: The increase has been espe- 
cially rapid in the last two years; from Rs 6.13 billion 
(US$1.29 billion) in June 1955 it rose to Rs 9.32 billion 
($1.96 billion) in June 1957, an increase of over 
50 per cent. A significant feature of this rise has been 
that the traditional contraction which used to take place 
in the agricultural slack season (May to October) has, 
with each successive year, tended to constitute a declining 
proportion of the credit expansion in the preceding busy 
season. Indeed, in the slack season of 1955-56 there was 
no fall in bank advances; there was, on the contrary, a 
rise of Rs 60 million ($12.6 million). While much of 
the increase in credit may be explained by changes in its 
composition, reflecting the broadening and diversifica- 
tion of the economy, some of it is due to a speculative 
build-up of stocks in agricultural and other commodities. 
This credit expansion has imposed considerable strain on 


29 


the resources of banks; the ratio of advances to deposits 
has risen to as high as about 75 per cent in recent 
months. This has been so despite a substantial addition 
to bank deposits arising, in the main, out of the deficit 
financing operations of the Government. 

The Governor said that the indications are that, in 
the absence of positive corrective action by banks, the 
increase during the current slack season will be substan- 
tially larger. A repetition of last year’s experience of a 
rise in credit during the slack season would impose more 
serious problems than were faced in 1956. The impact 
of the monetary and credit expansion last year was ab- 
sorbed to a considerable extent by the steep decline in 
foreign exchange holdings; it is unlikely that this cush- 
ioning influence will operate much longer. In addition, 
the stepping up of developmental expenditure in accord- 
ance with the current year’s budget, with its contOmitant 
of a larger element of deficit financing, would piace with 
banks more deposit resources that could be used for a 
further build-up of credit. In the present stage of the 
economy, such inflationary pressures as may exist are 
likely to be aggravated by any further large-scale mone- 
tary expansion. Against this background, the commence- 
ment of the slack season provides a suitable occasion for 
a review by banks of their individual advances position 
and policies. 

The Governor pointed out that it would be desirable 
for banks to pursue more cautious lending policies in 
the general interest of containing inflationary pressures. 
It should be possible for them to reduce their volume of 
loans and to work down their advances-deposits ratio to 
lower levels without at the same time diminishing their 
assistance to the essential sectors of the economy and, in 
particular, without affecting the rising trend in industrial 
production. This reduction could be made against agri- 
cultural commodities in the slack season, and generally 
against all commodities likely to be in short supply. It 
seems particularly necessary to exercise caution in respect 
of imported goods since, in viéw ‘of severe licensing 
restrictions, these goods are likely to become scarce and 
to be hoarded in anticipation of rising prices. A reduc- 
tion during the slack season would enable banks better 
to take on the load of financing the movement of produce 
in the next busy season alongside financing general 
economic expansion. In this task of achieving a positive 
reduction of bank credit, the Governor wrote that he was 
seeking the cooperation of the banks. 

The growth of deposits in the banking system and a 
reduction in the total loans of banks would relieve the 
strain on them and also reduce their dependence on the 
Reserve Bank for accommodation. In recent years such 
accommodation has been freely given. In concluding the 
letter, the Governor stated that he would like to impress 
on the banks the desirability of taking steps to reduce 
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systematic and continued reliance on the Reserve Bank, 

since a situation might arise calling for a review of the 

present arrangements regarding assistance from the Re- 

serve Bank. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, July 1, 1957. 


Trade Promotion Measures in Cambodia 


The Government of Cambodia has adopted various 
measures to stimulate foreign trade. It is possible for 
lumber exporters to trade on a compensation basis with- 
out surrendering foreign exchange earnings to pay for 
imports of certain investment goods and machinery. 
Traders may export freely certain local products, such 
as fresh and dried fruits and vegetables; producers who 
export their own products or exporters who represent 
producers may retain, in addition to their EFAC (Expor- 
tations-Frais Accessoires) currencies, 10 per cent of 
their foreign exchange earnings to import investment 
goods and raw materials used in the production process. 
In fact, however, this provision is relevant only for 
rubber producers inasmuch as exporters of rice, beans, 
and kapok—the main export products outside of rubber— 
do not deal directly with producers. 


On the import side, the measures include freedom 
(1) to import products heretofore prohibited, such as 
fresh, dried and preserved fruits and vegetables, preserved 
fish and meat, and cigarettes at increased import duties 
and (2) to import without foreign exchange goods from 
any origin. For foreign exchange allocation purposes, in- 
dustries have been classified into (1) firms of vital im- 
portance, i.e., plantations, tobacco factories, water sup- 
ply, and electricity, (2) firms of definite economic im- 
portance, i.e., weaving mills, saw mills, carbonated water 
plants, ice factories, distilleries, vehicle assembly plants, 
printing concerns, match factories, rice mills, and (3) 
small and handicraft industries engaged in the produc- 
tion of soap, tin pots nails, etc. Such enterprises will 
be encouraged to enter “{nto trade associations that will 
distribute foreign exchange among their members in ac- 
cordance with their capacity as end-users. Moreover, 
authorized banks may now receive, either on behalf of 
or instead of the Treasury, the cash bond deposits required 
of exporters and importers; bank guarantees are now 
acceptable and every license may include up to eight 
different tariff items. 

Source: Marchés Tropicaux du Monde, Paris, France, 
May 25, 1957. 


United States 


U.S. Gross National Product 


U.S. gross national product (GNP) rose to a seasonally 
adjusted annual rate of $433.5 billion in the second 


' changed from the first quarter. 
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quarter of this year, compared with $429.1 billion in the 
first quarter of 1957 and $408.3 billion in the second 
quarter of 1956, according to preliminary estimates, of 
the Council of Economic Advisers.. The increase between 
the first and second quarters of this year was due mainly 
to a change in business inventories—from a net liquida- 
tion of $800 million in the first quarter to a net accumu- 


lation of $1.5 billion in the second quarter, or a net shift 
of $2.3 billion. 


All major sectors of the economy except net foreign 
investment contributed to the increase. Domestic invest- 
ment as a whole showed a net increase of $2.1 billion; 
outlays for producers’ durable equipment declined by 
$200 million and construction expenditures were un- 
Government purchases 
of goods and services rose by $1.7 billion, $1.2 billion 
of which was attributable to the Federal Government. 
Personal consumption expenditure showed an increase 
of $1.1 billion, and net foreign investment fell by $600 
million. 

Source: The Journal of Commerce, New York, N.Y., 
July 23, 1957. 


U.S. Employment and Production 


Total civilian employment in the United States 
amounted to 66.5 million in the week ended June 15, 
representing a seasonal increase of 1.3 million from May. 
The total labor force increased by 1.9 million, one of 
the largest increases at this season in recent years. About 
2 million young persons (mainly students) under 25 
years of age were added to the labor force; but since 
many of these had not yet started new jobs for the 
summer, there was an increase of about 600,000 in 
recorded unemployment. Total unemployment amounted 
to 3.3 million and, after allowance for the usual seasonal 
change, it represented a rate of 4.5 per cent of the 
civilian labor force, slightly higher than the 4.2 per cent 
reported for May. In most nonmanufacturing industries, 
employment increased by the usual seasonal amount; but 
in manufacturing, the increase in jobs was somewhat less 
than usual for this time of year. The summer expansion 
in the food processing and lumber industries was partially 
offset by cutbacks of employment in several durable 
goods industries. On the other hand, increases in hours 
of work were reported by many durable goods industries, 
halting the downtrend of the past several months. 

The physical volume of industrial production was 
steady in June for the third successive month, the index 
remaining at 143 per cent of the 1947-49 average. This 
was four points below the record high figure of December 
1956, but two points above the index for June 1956. The 
number of new residential -housing units started: was 
about 5 per cent less in June than in May, but after 
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allowance for the usual seasonal movements the annual 

rate was about the same—970,000. 

Sources: Departments of Commerce and Labor, Press 
Release, June 11, 1957, and Bureau of Labor 
Statistics, Press Release, June 16, 1957, Wash- 
ington, D.C.; The Journal of Commerce, New 
York, N.Y., June 16, 1957. 


| Latin America 
Economic Trends in Guatemala 


Record coffee and cotton sales during 1956 brought 
Guatemala’s foréign exchange reserves ‘to $69.9 million 
by the end of the year. At the end of April 1957, reserves 
were $83.9 million. Industrial production rose in 1956 
by 10 per cent. There was an increase of 20 pe. cent in 
the money supply, but the cost of living rose by less 
than 1 per cent. 

Up to June 15, coffee exports from the 1956-57 crop 
(October-September) had reached 1,179,000 quintals, 
against 1,173,000 quintals for the entire 1955-56 crop. 
Since about 151,000 quintals still remain to be shipped, 
it is estimated that coffee exports from the present crop 
will exceed those from the 1955-56 crop by ‘at least 
157,000 quintals. The average f.0.b. export price of the 
coffee exported so far in the current crop year is 67.23 
U.S. cents, per pound, against an average of 64.63 cents 
for 1955-56 exports. 

Sources: The Chase Manhattan Bank, Latin-American 
Business. Highlights, New. York, N.Y., Second 
Quarter 1957; El Imparcial, Guatemala City, 
Guatemala, June 19, 1957. 


Venezuelan Petroleum Industry 


The Venezuelan petroleum industry, had one of its 
best years in 1956, when crude oil production averaged 
a record 2.5 million barrels per day, or 14.2 per cent 
more than in 1955, The most important development, 
however, was the granting of concessions to foreign com- 
panies for oil exploration and exploitation—469,000 
acres for exploration purposes and 276,000 acres for 
exploitation. For these concessions, the Government 
received around $376 million in royalties. 

The substantial increase in output resulted from the 
rising world demand for Venezuelan crude oil, particu- 
larly after the closure of the Suez Canal. When the Suez 
Canal was closed on October 26, Venezuelan output 
averaged 2.5 million barrels daily; by the beginning of 
1957, it had increased to 2.8 million barrels per day. 

Exports of crude oil and products in 1956 totaled 846 
million barrels, thus exceeding 1955 exports by 15 per 
cent. Oil and oil products account for almost 90 per cent 
of Venezuela’s total exports. Taxes androyalties from 
oil |.(exeluding’ royalties from concessions), yielded 
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Bs 2,062 million to the Government in 1956, compared 

with Bs: 1,714 million in 1955. 

Source: Embassy of Venezuela, Venezuela Up-to-Date, 
Washington, D.C., July-August 1957. 


Bank Loans to Colombia 


The Export-Import Bank of Washington has agreed 
to participate with a group of U'S. commercial banks in 
extending credits to Colombia for the liquidation of 
commercial arrears to U.S. banks and exporters. The 
Export-Import Bank will advance $60 ‘million, and ten 
commercial banks. $27 million. This is in addition to 
$56 million of earlier credits extended by these commer- 
cial banks. The credit from the Export-Import Bank will 
be -repayable in 12: quarter-annual installments; com- 
mencing 15 months after the credit is advanced. Interest 
is at the rate ‘of 54% per cent per annum. The negotiation 
of these credits constitutes’ an important ‘step in the 
Colombian Government program to stabilize its economy 
(see this News Survey, Vol. IX, p. 389). 

Source: The Export-Import Bank of Washirigton, Press 
Release, Washington, D.C., July 23, 1957. 


Chilean Credit Program for Remainder of 1957 


A commercial bank credit program for the second half 
of this year, approved on July 5 by the Board of Directors 
of the Central Bank of Chile, provides for an expansion 
of Chil$1,500 million per month for each month except 
December, when an expansion of Chil$2,500 million is 
permitted. Thus total expansion of this controlled credit 
for the half year will be Chil$10 billion, which compares 
with an actual increase of Chil$17.5 billion: during the 
first half of 1957. This ceiling applies only to controlled 
credits which represent approximately 60 per cent of total 
bank credit extended in Chile. 


Source: El Mercurio, Santiago, Chile, July 7, 1957. 


Other Countries 


New Zealand Government Loan 


The £NZ 20 million development loan which the New 
Zealand Government placed on the market on June 5 was 
barely covered, despite the fact that interest rates were 
higher than rates for previous offerings. Bonds were 
offered at par to mature on three different dates as fol- 
lows: 3 years at 44 per cent; 6 years at 434 per cent, 
and 12 years at 454 per cent. Last year the terms had 
been 3 years at 45% per cent, t, 5 years at 4% per cent, and 
11 years at 45% percent? oho 

More recently the Coverneneat has authorized an in. 
crease in the borrowing rate for focal authorities from 
4% per cent to 5 per cent. In addition, rates up to 554 
per cent on debentures and preference shares have been 
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authorized, and mortgage rates will be permitted up to 

5% per cent. 

Sources: Reserve Bank of New Zealand, New Zealand 
News Review, Wellington, New Zealand,June 22, 
1957; Australian Financial Review, Sydney, 
Australia, July 11, 1957. 


Ghana Budget and Balance of Payments 


In the budget of Ghana for the fiscal year July 1, 1957- 
June 30, 1958, expenditure has been estimated at £43.1 
million, compared with a revised estimate of £45.9 million 
for 1956-57. Revenue at current rates of taxation is esti- 
mated at £43.4 million (£47.7 million in 1956-57). On 
the basis of current taxation rates, the budget surplus 
would therefore amount to approximately £0.3 million 
in 1957-58, against £1.8 million in the preceding fiscal 
year. The Minister of Finance has proposed, however, 
to aim at a surplus of £1.2 million in the new fiscal year; 
to achieve this surplus, small increases would be made in 
postal charges and. in certain import duties. 

It has been estimated that expenditure under the devel- 
opment plan which was initiated in 195] totaled £83.9 
million up to June 30, 1957. Since the plan provided for 
projects costing a total of £89 million, the balance on 
uncompleted projects will be carried over to the next plan. 
In view of the difficulty of planning general develop- 
ment before a final decision has been taken on the Volta 
River Project, the Government of Ghana has decided to 
defer a second development plan until July 1959. In the 
meantime, a Consolidation Development Plan, estimated 
to cost £18.6 million, will be undertaken; it will concen- 
trate mainly on completing and consolidating the projects 
of the 1951 plan, on sustaining employment, particularly 
in the building industry, and on providing for reasonable 
development in the regions. The Minister of Finance, 
in his budget speeci:. stressed that development must 
concentrate especially on productive enterprises which 
produce exports or save imports. For the first time, the 
Government intends to seek a large-scale loan from abroad 
to finance development. But before this is done, the 
people of Ghana will have to give their support to the 
program by subscribing to any schemes launched by the 
Government to raise the necessary capital. 

Reviewing the general economic situation, the Minister 
of Finance pointed out that in 1956 Ghana had, for the 
first time in recent years, an adverse balance of trade, 
owing to the fall in the world price of cocoa. Imports 
amounted to £88.8 million, compared with £87.9 million 
in 1955, while exports fell to £86.6 million, from £95.7 
million in 1955. When the results of invisible trans- 
actions are added, it is estimated that the total unfavor- 
able balance for 1956 was £17.7 million, compared with 
favorable balances of £3.5 million in 1955 and £30 mil- 
lion in 1954. The deficit was met mainly by a running 


INTERNATIONAL FinaNnciaL News Survey, July 26, 1957 


down of Ghana’s overseas assets, which amounted to £215 
million at the end of 1955 and decreased by some £14 
million in 1956. The Government found it necessary to 
approve the Cocoa Marketing Board’s decision to reduce 
the price paid to cocoa farmers from 80 shillings a load 
to 72 shillings a load for the mid-season crop. Unless 
there is an improvement in the price obtainable in the 
world market, it may well be necessary to reduce. still 
further the price paid to farmers. 

Speaking about the contribution which Ghana has 
made in the past to the dollar resources of the sterling 
area, the Minister of Finance said that, although this 
will continue, it will be on a reduced scale, and some 
measure of liberalization of dollar imports will be intro- 
duced. However, it seems doubtful that, at present ex- 
change rates, there will be a very wide range of additional 
goods from the dollar area for which there will be a 
substantial market in Ghana, so that the over-all effect 
on the resources of the sterling area of any liberalization 
of trade is unlikely to be considerable. 

The Government has been examining the probable 
effects of the European common market treaty on future 
exports of cocoa to Europe. Under the terms of the 
treaty, cocoa from the dependent territories of France 
and Belgium would be imported, free of duty, into the 
signatory countries, whereas cocoa from Ghana would 
be subject to a duty of 9 per cent. The Ghana Govern- 
ment intends to discuss with the U.K. Government, at an 
early opportunity, the implications of the treaty. 
Source: Central Office of Information, Commonwealth 

Survey, London, England, June 25, 1957. 


Fund Alternate Executive Director 


Mr. Brian Emmott Fleming has been appointed Alter- 
nate Executive Director of the Fund for Australia, the 
Union of South /frica, and Viet-Nam, with effect on 
and from June 27, 1957. Mr. Fleming was formerly vith 
the Treasury of the Commonwealth of Australia and 
more recently was Assistant Secretary, Department of 
Trade. 
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